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In recent years, under the influence of economic integration, business com- 
bination in China is growing rapidly, which makes the accounting information users 
require high qualified consolidated financial statements. Consolidated financial 
statements should reflect the overall financial condition, operating results and cash 
flows of the enterprise group, including parent company and all of its subsidiaries. As 
there are several significant defects in old consolidated financial statement standard, 
accounting information distortion of listed companies in China is very serious. The 
consolidated financial statements even appear to be the important tools which are used 
to manage earnings. In response to this problem, the new Chinese Accounting 
Standards (CAS) references the International Accounting Standards (IAS) and 
Statements of Financial Accounting Standards of America (SFAS). The new con- 
solidated financial statement standards (CAS20 & CAS33) also have many significant 
changes, so as to avoid enterprise management authorities making use of them for 
earnings management, and to ensure the high quality of accounting information.  
In the last decades, the studies of consolidated financial statements and earnings 
management in China focused on the defects of old consolidated financial statements 
standards, which could easily lead to earnings management. And another research 
focus is the analysis of CAS 20 and CAS 33. On this basis, we firstly systematically 
discuss the affect of new consolidated financial statement standards on earnings 
management in listed companies in this thesis. To CAS 20 and CAS 33 as the starting 
point, it is compared with the related standards in other countries and organizations. 
Then, by comparing the new and the old accounting standards in consolidation theory, 
consolidated scope and accounting method, we focus on the improvements and the 
defects of the new standards. 
On one hand, the new standards reset the “control” standard, and require the 
















could avoid earnings management. On the other hand, we study the case of SAIC 
Motor. We also focus on the defects that could easily be used to manage earnings by 
the management authorities. The defects could be the human judgment in deciding 
“control”, recognizing fair value, and using pooling interest method. At last, we 
suggest that CAS 20 and CAS 33 should refer to IAS and SFAS. And we also try to 
apply suggestions for improving the standards and avoiding earnings management. 
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